I. INTRODUCTION
Fractional Reserve Banking System is a banking and financial system used by most countries in the world. Islamic banking and finance also operates with this principle (Meera & Larbani, 2006) . In Fractional Reserve Banking, banks become intermediaries between the surplus units (depositors) and the deficit units (debtors) by maintaining a small portion of depositor's money, with the remainder being loaned to debtors so as to maximize profits within a certain period (Syamlan, 2016) . In banking, the process of lending money can also be said to be the creation of credit (Hasan, 2008) . Whenever the bank lends money to the debtor, the bank creates money. Accordingly, the money supply increases. If the amount of money grows increasingly in quantities and continues to increase it will trigger inflation.
In the Quantity of Money theory that was first introduced by Hendri Thronton, there was a relationship between the money supply, the price quote, and the level of purchasing power (Ishaq & Mahjabeen, 2015) . This theory explains that the money supply has a positive relationship with the price and a negative relationship with the level of purchasing power. Furthermore, this theory confirms the banking business cycle that provides financing, in that when banks provide financing, which is the same as money creation, the money supply will then also increase. More and more growth of money will affect prices. The greater the money supply grows, the higher the price will become. High prices will result in a low purchasing power. If this situation takes place continuously, it will eventually cause inflation (Bagus, 2012) .
The Fractional Reserve Banking system has a serious impact on the structure of ownership in the economy because this system creates an ownership without any risk taking. As such, it also contains elements of usury which are prohibited in Islam (Meera & Larbani, 2009) . When a financing customer fails to pay his obligations, the bank will take the customer's assets. Automatically, the assets originally owned by the customer with an easy transfer of ownership will soon belong to the bank. The transfer of ownership is determined because the Fractional Reserve Banking system has become a system used by most banks in the world. Such a system can also lead to high levels of Non-Performing Financing in Islamic banking. To illustrate, this condition occurs when banks provide financing to customers who are at the time unable to pay back the financing provided. In addition, the Fractional Reserve Banking system could also cause a liquidity mismatch triggering a chain reaction (Bagus & Howden, 2009; Bagus, et al., 2015; and Syamlan, 2016) . By then, the liquidity management process relies heavily on new depositors and will continuously revolve. If the new depositor's funds are insufficient, then the ratio of the liquidity mismatch will be smaller, signifying that the bank is unable to meet its liquidity obligations.
According to some data from Indonesia's Financial Service Authority (OJK), the mismatch ratio in Islamic banks for the past two years is still perceived to be quite volatile. The mismatch rate shows that Islamic banks are only able to guarantee customer's liquidity in the amount of the ratio; whereas, the rest becomes liquidity risk that must be borne by Islamic banks. According to the data, at the end of 2017 Islamic banks were only able to guarantee around 30% customer's liquidity. It is indicative of the bank having to bear a liquidity risk of 70%. Likewise, the Sharia Business Unit in Indonesia has shared similar experience. According to data from OJK, the liquidity risk that must be borne by the Sharia Business Unit reaches more than 70% by the end of 2017. As long as the mismatch ratio in the Sharia Commercial Bank and Sharia Business Unit still exists, the financial institution would still be justified to implement the Fractional Reserve Banking system.
Based on the aforementioned background, it can be concluded that the objectives of this study are directed at proving that the Islamic banks, i.e., the Bank Umum Syariah -BUS (Full Fledged Islamic Bank) and Unit Usaha Syariah -UUS (Islamic Window), are both in fact practicing the fractional reserve banking. Moreover, this study will also analyze the effects of shocks of fractional reserve banking components on Islamic Commercial Banks and Sharia Business Units on inflation and investigating the influence and which contribution is greater between the Sharia Commercial Bank and the Sharia Business Unit on inflation. (Iqbal & Mirakhor, 2013) . In the historical perspective, the history of money in Islam started from the time the Roman Byzantine created the denarius (gold coin) and mimicked in the times of Prophet Muhammad (pbuh) (Meera & Larbani, 2006) . The reserve banking system is divided into two: (1) "100% Reserve Banking Systems" or 100% RBS (Bagus, 2012) and (2) "Fractional Reserve Banking System" or FRBS (Bagus & Howden, 2010) . Based on the history, economists have recorded that the birth of the first banking system was in the era of Roman Emperor (500BC), which was operated under the 100%RBS (Ochaita, 2010) . Fast forward into the 16 th century, this concept was also flourished in Netherlands & Germany when Bank of Amsterdam was established in 1609 and Bank of Hamburg in 1619. Both financial institutions offered pure safekeeping deposit product to their customer (Askari & Krichene, 2016) . At the same time, in the UK The Goldsmith Banking System (GBS) was founded. The GBS was known as the first FRBS in the world. GBS offered deposit product to customer by giving interest, thus eased them to construct financing to the customer (Quinn, 1997; and Selgin, 2012) . The FRBS that was initiated by GBS pushed the bank to exploit the depositor's funds to make profit by way of explosive credit financing and affecting the money supply in the economy.
Theoretical Perspective of FRBS in Islamic Bank
Both conventional banking (CB) and Islamic Banking (IB) have practiced this FRBS. Islamic banks have recently faced some philosophical problem, where epistemology-speaking, they use empirical knowledge of conventional banking (CB) to be filtered with the Islamic value (Furqani & Haneef, 2012; Javaid, 2015; Javaid & Ul Hassan, 2013; Syamlan, 2016) . As a result, the operational side of IB is still similar to the CB in terms of liquidity management. Both are now using the "fractional reserve banking system" (FRBS) as the basis of exploiting the depositor's funds (García, Cibils, & Maino, 2004; Hanif, 2011; Illiyin & Ascarya, 2013; Wan Ibrahim & Ismail, 2015) . The practice of FRBS, moreover, has been condemned by economists from various school of economics, including that of Chicago, Austria, as well as the positive money from UK (De Soto, 2006; and Lainà, 2015) . In addition, Islamic scholars argued that it is unlawful to contravene to the Islamic value of Maqasid sharia (Hasan, 2008 , Meera & Larbani, 2006 .
The exploitation may increase the liquidity risk by creating long-term credit by using short-term fund and it will end up by rush money whenever a recession occurs (Bagus, Gabriel, & Howden, 2016; Bagus & Howden, 2009 , 2012b , 2016 . Moreover, the FRBS application in Islamic bank creates transfer of ownership from depositor's fund to Islamic bank asset and, at the end, channeling it to the creditor in form of projects (Meera & Larbani, 2009) . FRBS, which is operated on the basis of non-neutrality of money, also triggers the growth of goods price and at the end might escalate the money supply (Angel, 2016; Bagus, 2012; Block & Garschina, 1996; Cochran & Call, 1998 , 2000 Meera & Larbani, 2009 ).
Fractional Reserve Banking System Proxy in Islamic Bank and Its Effect on Inflation 2.3.1 The Third Party Funding
Ontologically, the theory of deposit states that a deposit demand genuinely should be treated as a mere custody (Bagus & Howden, 2012b) . Unfortunately, the epistemological error took place, and the banks have nowadays used the theory of irregular deposit rather than regular deposit. Therefore in the practical side, all of the deposit is used to fund the bank to finance, leaving only a small fraction of deposit to sustain the bank (Bagus et al., 2016 (Bagus et al., , 2015 Barnett II & Block, 2009; De Soto, 1998; Nair, 2013) . The fallacy of theory of deposit occurs not only in conventional banks, but also in Islamic banks. The delusion ensued on the pronouncement of the wadiah yad dhamanah, instead of promoting wadiah yad amanah in Islamic Bank daily operation (Farooq, 2011) . Furthermore, Islamic banks also offer deposit product under contract of Mudharabah (investment contract). Once again, the operational side of Mudharabah does not comply with the legal definition of deposit since it offers a "capital certainty" (Archer & Karim, 2009 , 2012 . The irregular deposit as the heart of the fractional reserve banking system will at the end trigger the fragility of economic system because it creates inflammatory effects of goods price (Bagus & Howden, 2009; Syamlan, 2018) .
According to Austrian School economists, irregular deposit also triggers the economic downturn due to an escalation of goods price. In this research, such a scheme is observed to cause another problem called liquidity mismatch. Liquidity mismatch is defined as using short-term deposits to finance and channeling longterm projects into projects by virtue of credit. As an example, if A deposits his money in an Islamic bank for one year, the Islamic bank in this context should precisely extend this deposit for 1-year financing so that no mismatch will take place. However, based on the previously mentioned of the philosophical perspective of liquidity management of Islamic bank still mimicking the conventional counterpart, Islamic banks actually exercise the liquidity mismatch. To illustrate, instead of intermediating 1 year deposit to a 1-year financing, Islamic banks offer a 2-year financing (Barnett II & Block, 2009 ). The liquidity mismatch at the end will also cause the inflation since the bank exploits the short-term deposit to finance long-term project. When a project is financed or if, for some reason banks provide financing for consumptive purposes, such practices will intensify money supply, which in the end will increase goods price (Bagus & Howden, 2012a) .
Bank Financing
Loan or financing is an effort of the bank to exchange the present goods with the future goods (Bagus & Howden, 2009; Barnett II & Block, 2009) . In this case, Islamic banks do so using Islamic contract. For example, if a debtor comes to an Islamic bank and wants to acquire an asset, the Islamic bank then uses the murabahah financing to buy the asset and transact as exchange money paid by the debtor by way of monthly installments. Alternatively, in the syirkah financing case, Islamic banks give the money to the debtor to run their potential project and install back both the principal and the profit shared from that project in the future. Moreover, the process of providing financing to the debtor here, according to most Austrian school economists, might create inflation. That said, the financing given to the debtor creates more purchasing power and potentially inflate the supply of money in the market (Bagus & Howden, 2016) .
The Non-Performing Financing
As per economic cycle, the rise of deposit will subsequently hike the financing and non-performing financing. Specifically, the focus is on the relationship of nonperforming financing to the economy, especially that associated with inflation. The non-performing financing occurs when an Islamic bank confronts a customer who fails to pay for their debts to the bank. When it happens, the non-performing financing rate hikes and in the end will affect the decision of depositors: whether or not they should withdraw their money. As for depositors withdrawing their money from the banking system, it will increase the amount of money circulating in the economy, which again will inflate the goods price. Moreover, the nonperforming financing indirectly distresses the economy, where a massive nonperforming financing will end up with the rise of interest rate that controlled by central bank. According to Ascarya (2013 Ascarya ( , 2014 , the period where central bank rises the interest rate occurs in the time when the goods price inflates.
Previous Studies
This research is basically inspired by the works of several researchers from western countries who are concerned of the bad impact of fractional reserve banking to the banking industry and the economy. Among the researchers often cited are Bagus et al., (2016 Bagus et al., ( , 2015 ; Bagus & Howden (2009) ; Barnett II & Block (2009); Davidson (2015) . Their works were published in Scopus-indexed journals as well as an ABS journal called Journal of Business Ethics. Furthermore, this study reflects on works published in Review of Austrian Economics, such as those of De Soto (1995) . Additionally, this research refers to the following papers: 1. Ahmed's (2011) research on the relationship of GDP, Money Supply and Consumer Price Index by using Granger Causality test. The study found that the correlations between the three variables were strong with value of 0.93. In the long run, the price level is found to be co-integrated. The causation only takes place to the money supply and price, meaning that when money supply was abundant in the economy, the purchasing power arose, and there was no reverse causation (price to money supply) taking place in the end. The more money supply, the more inflation and the probability of GDP climbing. Some interesting points of the research are as follows: (1) At the first subperiod , the GDP was low since the political imbalance resulting in a civil war. Moreover, at the time, the Foreign Direct Investment was mismanaged. The economic condition of Sudan was not developed very well because of the natural hazard; (2) the slow economy finally improved on the second phase (1990) (1991) (1992) (1993) (1994) (1995) (1996) (1997) (1998) (1999) (2000) (2001) (2002) (2003) (2004) (2005) . The government made strategic improvement by deploying Islamic finance in the country's economy. They also set up a conservative statutory reserve of 10% from third party deposit. Moreover, the central bank of Sudan pushes all banks to have cash reserves of 26% from 30% to ease the money supply. Sudan has such conservative policies to control money supply compared to Indonesia by pegging 10% of reserve ratio to be deposited in the Central Bank. Comparatively speaking, Bank Indonesia (the central bank of Indonesia) would require the banks to deposit 4% of the third party funds. The central bank of Sudan also tried to stabilize the economy by setting cash ratio of 26% of the deposited money for reserve. This means that the Financing to Deposit Ratio (FDR) of Sudan's bank was set to 74%, which was lower than the FDR of Indonesia's bank at 80%. 2. Hanif's (2011) literature review ensures that most of Islamic banks are operating under dual banking system. Thus, they should obey all rules that are made for all banking in the nation. Therefore, there is a FractRBS that is exercised in both conventional and Islamic banks. FractRBS depends on the Statutory Reserve Requirement (SRR) policy determined by the central bank. The greater SRR, the lower fund supplied into the economic system, and the lower financing can be supplied with stipulated contracts. It is true that FractRBS might hike the supply of money in the system, but economists seem to forget that in the recess, it will cause the severe turmoil since it triggers the insufficient liquidity and a possible cause to 'burn down' the banks. 3. Ishaq & Mahjabeen (2015) , Panel Data Analysis, total deposit & total financing as the independent variable and non-performing financing as well as inflation as independent variables. After the recent financial distresses, extensive debate was made on the modes of financing and Islamic modes of financing was introduced as an antidote. This study discussed that it is the nature of money not the modes of using it, which causes distresses. Current monetary system is based on the fiat money and hence on fractional reserve banking which has serious implication to the ownership structure in economy. To analyze this phenomenon, the sample of 25 banks has taken from Karachi stock exchange 100 index for the period of 2008-2012. In panel data analysis, the study used the linear regression and correlation coefficient models to find relationship between the variables. It is found that money expansion through credit creation leads to inflation and nonperforming loans that affects the ownership. 4. Hassan, Echchabi, & Aziz (2015) conducted quantitative research using Pooled Ordinary Least Square (POLS). The study was more specific than the first one on fractional reserve banking, e.g., as in the amount of deposit and financing put as the Independent variable to calculate the Price Stability in Gulf Cooperation Countries (GCC). The object of the study was Qatar, Kuwait, Oman, Saudi Arabia and UAE. Specifically, the authors use the debt growth as a representative of fractional reserve banking and regress it to inflation growth. The data range of the study was from 2008 to 2013 using Pooled Ordinary Least Square. The study found that the debt growth represented by the growth of deposit and loan is not significant to boost price level. The authors suggest a larger data span and more GCC countries to be included to have more comprehensive result. Moreover, another macroeconomic variable also needed to have better understanding of the impact of fractional reserve banking. Authors provide interesting conclusions by stating that in GCC the non-significant result came from the behavior of the market player in GCC in considering the money. The GCC people consider money as the mere of medium of exchange. The paper also shows that such a result is because of the vast development of Islamic banking and finance on the region and the deep knowledge and understanding of the people in the field of fiqh muamalah. 5. Syamlan's (2016) research is aimed to compare the epistemological bases to the mindset of Islamic Banks and attempt to drive the philosophy in practical operation whether it is based on the Fractional Reserve Banking System (RBS) or 100% RBS and analyze the challenges in deploying the 100%RBS. Based on the epistemological analysis of money and the business cycle as well as the views of Islamic scholars, 100%RBS should be the best for Islamic Bank.
III. METHODOLOGY 3.1. Data
Secondary data were used in this study in form of monthly time series during the period of June 2014 -September 2018. The data were obtained through the official websites of the OJK and Bank Indonesia (BI).
Operational Variables
This study used a quantitative approach with Vector Autoregression (VAR)/ Vector Error Correction Model (VECM) method. The data were inflation growth, growth of third party funds, financing disbursement, non-performing financing of banks both sharia on commercial banks, and sharia business units, as well as the mismatch ratio in sharia banks and sharia business units. To analyze the Fractional Reserve Banking system in Sharia Commercial Banks and Sharia Business Units, the following VAR/VECM as well as ECM equations are used:
where: • InfBUSi = Inflation caused by the fractional reserve banking system in Islamic Commercial Banks. The data were taken from yearly data inflation from SEKI BI.
• InfUUSi = Inflation caused by the fractional reserve banking system in the Sharia Business Unit. The data were taken from monthly data inflation from SEKI BI.
• SRR = Minimum Mandatory Current Account or Reserve Requirement. The data were collected from the decree issued by Bank Indonesia during the observed period.
• LnTPF = Third Party Funds in the form of natural logarithms (ln 
VAR/VECM
Below is the diagram that shows the process of VAR -VECM:
Sources: (Illiyin & Ascarya, 2013) Data Transformation (Natural Log)
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Based on the above figure, the VAR/VECM begins with the collecting data and transform it by natural log since the data notations is vary (some of them in percentage and some of the in rupiah) to obtain consistent and valid results. The first test conducted was the unit root test, to seek whether the data is stationary or still contain trends. If the data were stationary at levels, then VAR can be conducted at level. VAR level can estimate the long-term relationship between variables. If data were not stationary at level, then the data should be reduced at the first level (first difference), which reflects the difference or changes in data level. If the data were stationary at first difference, then the data will be tested whether there is cointegration between variables. If there is no co-integration between variables exist, then VAR can only be done at the first difference, and it can only estimate the shortterm relationship between variables. If there is co-integration between variables, then VECM can be done using data level to obtain long-term relationship between variables. VECM can estimate the short-term and long-term relationship between variables. Innovation accounting for the level VAR and VECM will be meaningful for the long-term relationships.
ECM
The Error Correction Model (ECM) was established to cater the spurious regression. According to Enders (2004) if a regression contain is resulted from a set of variable that is not stationary in level, the t -test value from the calculation process cannot be believed. To solve the problem ECM can be implemented with below procedures: 1. Testing the unit root of the series data to determine the order. Moreover, as per the condition of ECM which stated by Enders (2004) , the data should be stationary at the (I) difference. 2. Estimating the long run relationship. 3. Estimating the short run relationship by making the residual data and testing the stationary of data. If residual data stationary at level, the set of variables can be continued to the process of estimating short -run relationship. 4. Both on the long and short run, the F -statistic result should be checked. If the F -statistic below the confidence level 5%, the long and short run equation can be analyzing further. Tables 2 and 3 , which also tested the unit root of the equation of BUS and UUS, it is found that these two model is not stationary at level that is meant these equations can be proceeded to the calculating the long run relationship of ECM. Table 3 is the result of the stability test. In Table 2 , the equation for BUS in the first model of modulus shows the results in the range of 0.2439 -0.625120 which lies in lag 1_2. In the BUS equation, the estimated VAR will be used in stable IRF and FEVD analysis because the modulus is smaller than one (<1). Whereas the UUS equation also has a stable result because the results of the stability test in the UUS equation shows a range of 0.04463-0.994154 but the location of the lag in the UUS equation is different from the BUS equation which is located at lag 1_2. Table 4 shows the results of the optimum lag test performed to determine the optimum lag in the VAR model equation in the study. In Table 3 it is shown that the maximum lag on the stability test leads to the lag 5 & 6. So it can be concluded that the optimum lag in the equation of BUS and UUS is at lag 5 for BUS and lag 6 for UUS. Tables 5 and 6 are the results of cointegration tests or in another word are statistical tests performed when the data turned out to be stationary at the first difference level. This test is done to see the possibility of cointegration between variables. This testing criterion is based on the comparisons of trace statistics values with critical values. Cointegration tests are accepted if the values in trace statistics are greater than the critical values. In the cointegration test, there is an asterisk symbol (*) that addresses the number of cointegration between variables. Table 5 shows 6 cointegration between the variables indicated by 6 asterisk symbols on the test results. Then, with the cointegration between variables, the analysis can be proceeded to the VECM model. Likewise with the cointegration results on UUS, in table 6 there is 3 asterisk symbols that is shown in the results of the cointegration test, which means that the analysis of the UUS equation can be continued to the VECM model testing.
IV. RESULTS AND ANALYSIS
VAR / VECM & ECM Results
Moreover, moving on the ECM cointegration test that shown in Tables 7 and  8 , based on the unit root test of newly made variable namely residual BUS and residual UUS, both test give a same result of stationary at level for both residual BUS and UUS. It means that this research can be proceeded to calculate the short run relationship of BUS & UUS Model. Table 9 is the result of the VECM test on the BUS model. These results show that this research may not lead to a long-term balance. This is indicated by the value of the Error Correction Term (ECM) with have no negative sign (-). It is quite surprising that all variables may not meet its equilibrium in the long run, which means the Islamic bank in Indonesia in need of business model transformation. In the short run relationship, only TPF in lag 1-5, NPF BUS lag 4, and Mismatch BUS lag 4 who may meet to its equilibrium. The rest of observed variables based on the VECM result may not meet its equilibrium. Moreover, discussing on the result of Table 10 , of UUS Model the only variables that will end up with the equilibrium is mismatch with adjustment speed of 9.8%. however, in the short run relationship, only SRR lag 1 to 4, UUSTPF lag 1 to 5 and UUS NPF lag 3 to 4.
Analysis
To answer the first research question that tries to prove whether the Indonesian IB's are doing the FRBS, we refer to the Table 10 to 13 that are taken from the ECM result. Refer to the table 10 in the long-term analysis from BUS Model, based in the t-statistic calculation that is conducted by the Eviews, SRR and Mismatch are significant to the Inflation. The rest is not significant to the inflation. Moreover, when central bank increase SRR for Islamic Bank for 1%, it will escalate the aggregate good price by 0. 18%. Besides that, when the mismatch gap in BUS upsurge 1% the inflation will also expand 0.0407%. These results are in line with what has been written by the previous research. Bagus and Howden (2009 , 2012 , 2016 stated exactly the same with the result; the fractional reserve banking which represents by the SRR and mismatch affects the economy by virtue of the change of inflation. Moving on the BUS model short run relationship, SRR also still have significant impact to the Inflation and so NPFBUS impact it. In this case the effect of SRR in the short run is slightly lower than the long run. Every 1% increase of SRR, the inflation will also increase by 0.016%; or in other word, this short-run relationship has a 0.0002 % less impact to the short run relationship. Besides the SRR, NPF BUS also has a significant effect to the inflation. Every 1% increase of NPFBUS, the inflation is actually decrease 0.022%. To explain this unique phenomenon, we can refer to the work by Ascarya (2014). As elaborated in the literature review, when the NPF increases when the economy turmoil happened. In that sense, the central bank will increase the interest rate due to the liquidity shortage as well as to cut the inflation down.
Moving on the UUS Model (Table 12 ), in the long run 4 variables namely SRR, UUSTPF, UUSFINANCING, and UUSMISSMATCH have a significant effect to the Inflation. The most influential variable that have bigger coefficient are UUSFinancing, UUSTPF, UUSMISSMATCH and SRR. Every 1% increase of UUSTPF and SRR, will also increase the inflation by 11% and 0.028%. However, the UUSFINANCING and UUSMISSMATCH have adverse effect to Inflation since every 1% increase of both variables might decrease inflation by 11.07% and 0.08%. In this case, there is possibility that an increase of third party fund in UUS cannot be channeled directly to the financing or in the other word it might be better option for them to utilize fund other than financing i.e. Money market. In the short run (Table 13) , only SRR, UUSTPF, and UUSMISSMATCH which have significant impact to the inflation. Every 1% increase of it will subsequently increase inflation 0.017% (SRR) and 0.065% (UUSTPF). Meanwhile, the mismatch in the short run might lower the inflation by 0.078% in every 1% increase.
All in all, table 12 also showed that both BUS and UUS exercise the FRBS. This statement based on the F-statistic that is provided in the tables 10, 11, 12, and 13, reflecting probability of below 5% significance level. This means that all variables both in the short and long run effect affect inflation. It is quite disappointing since the work of some Islamic thinker like Meera (2006 Meera ( ,2009 Iqbal and Mirakhor (2011) ; Ascarya (2014); Askari and Krichene (2016), as well as Syamlan (2016) actually opined that Islamic Bank should not operate under FRBS. Besides that, this impact of SRR as well as mismatch to the economy are also in line with the paper that have been written by Austrian School economist that are mentioned in the literature review.
To obtain the responses from the other variable shocks, an Impulse Response Function analysis is used (see Fig. 3 ). Fig. 3 indicates the IRF results that occur in the BUS equation. The SRR variable responds positively by having shock that is spanned around 0.0000 to 0.0057 within next 60-month period and the shock will be arrived in the peak 0.006028 at 45 th month. The FINANCINGBUS variable responds negatively by having shock that is spanned around 0.0000 to -0.000981 within next 60-month period and the shock will be arrived in the peak 0.009478 at 28 th month. The TPF variable responds positively by having shock that is spanned around 0.0000 to 0.0000056 within next 60-month period and the shock will be arrived in the peak 0.0002716 at 53 rd month. The NPFBUS variable responds positively by having shock that is spanned around 0.0000 to 0.00289 within next 60-month period and the shock will be arrived in the peak 0.002529 at 51 rd month. The MISSMATCHBUS variable responds negatively by having shock that is spanned around 0.0000 to 0.0009231 within next 60-month period and the shock will be arrived in the peak 0.0009880 at 48 th month. after inflation and began to stabilize in the 13th period. So when the Reserve Requirement increased, the inflation also increased. The MISBUS variable responds positively by the INF variable of 0.0009 and began to stabilize again in the 10th period. So when the mismatch ratio is increasing, the inflation will also increase. Likewise for the variable DPKBUS, which responded positively by the INF of 0.0021 and began to stabilize in the 14th period and for PBYBUS variables which also responded positively by the INF and stabilized in the 15th period.
The INF variable responds negatively to the NPF BUS variable shock of -0.00048. This means that if the NPF at an Islamic Commercial Bank has increased, inflation will decline. Fig. 4 shows the IRF results that occur in the UUS equation. The SRR variable responds negatively by having shock that is spanned around 0.0000 to 0.000637 within next 60 month period and the shock will be arrived in the peak 0.000655 at 42 th month. The UUSTPF variable responds positively by having shock that is spanned around 0.0000 to 0.006946 within next 60-month period and the shock will be arrived in the peak 0.006946 at 59 th month. The UUSFINANCING variable responds positively by having shock that is spanned around 0.0000 to 0.000341 within next 60-month period and the shock will be arrived in the peak 0.000456 at 53 rd month. The UUSNPF variable responds positively by having shock that is spanned around 0.0000 to 0.0019 within next 60-month period and the shock will be arrived in the peak 0.004119 at 22 nd month. The UUSMISSMATCH variable responds positively by having shock that is spanned around 0.0000 to 0.006518 within next 60-month period and the shock will be arrived in the peak 0.006518 at 60 th month. To see the amount of contribution given by each variable, the writer analyzes Forecast Error Variance Decomposition (FEVD). The results of the FEVD test analysis can be seen from the following figure. It can be seen in the BUS equation that there are 2 aspects from the variables that give a significant contribution to inflation. RR is the variable that gives the largest contribution and reached 18.274 percent. NPFBUS is the variable that gives the second largest contribution and reached 2.54 percent. FINANCINGBUS is the variable that gives contribution and peaks at 0.59. MISSMATCHBUS is the variable that gives the contribution and reaches 0.429 percent. TPF is the variable that gives the lowest contribution and reached 0.08% percent. 
Recommendations 1. For banking institutions
a. Liquidity management should reform from full of funds to an allocation of funds, which means that not all the third party funds entered may be provided with financing (Darsono et al., 2017) . b. Savings and demand deposits must be focused on short-term transactions and not for financing (Bagus et al., 2016) . c. Because savings and current accounts are not used for financing funds, it is necessary to consider whose investment accounts and whose main features of withdrawal can only be withdrawn when it is due (Syamlan, 2018) .
2. For policy makers a. Policy makers should issue regulations to govern the amount of the banking Mismatch ratio for the Mismatch ratio in the controlled banking. b. Policy makers should encourage banks to create investment accounts (Syamlan, 2018) . 
ATTACHMENT
